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OUR COVER 


The aerial view of the base camp at Swan Hills was chosen for 
our cover to symbolize, for United Oils, Limited shareholders, the 
For more detailed maps of important United Oils holdings turn to inside importance to the company of this expanding new oil field. The 


the back cover. picture was taken just before freeze-up last fall. 


UNITED OILS, LIMITED 
Directors Report 


TO THE SHAREHOLDERS, 
UNITED OILS, LIMITED: 


In submitting their annual report for the year 1958, your directors are particularly gratified 
with the outstanding growth of your company’s crude oil reserves during 1958. Prior to the 
discovery of Swan Hills, United Oils’ proven and probable reserves approximated 5,400,000 bar- 
rels. By April 1, 1959, proven and probable reserves totalled 23,499,000 barrels. 


This increase is wholly attributable to the successful development of Swan Hills field. 
United Oils holds a 6.25% interest in the original Swan Hills reservation which is now broken 
into 69,120 acres of reservation and 11,520 acres of lease. In addition, your company has par- 
ticipated with its associates in the purchase of 3,200 acres of Crown lease. It also has a five per 
cent interest in the 92,000 acre Morse River reservation adjoining Swan Hills to the southeast. 


At the time of our last Annual Report, two wells, six miles apart, had been completed in 
Swan Hills. During the early part of 1958, five additional wells were successfully drilled. The 
last one finished before spring break-up, the No. 10-10 well, flowed oil at the rate of 1,569 bar- 
rels a day through a 25/64 inch choke. 


During the past summer a full crew was kept at work building roads and clearing well sites 
in preparation for an expanded drilling programme during the winter. Eight drilling rigs were 
moved in for development drilling. By December 31, 16 successful oil wells had been completed 
in Swan Hills. All are on steady production and connected by the new Federated Pipeline to 
Edmonton. 


The Swan Hills field has still not been delimited on any side. On neighboring leases, it 
was extended 51% miles south by a successful wildcat. In February, 1959, one of our own wells 
was successful in finding oil three miles northwest of nearest production. By April 1, 1959, a 
total of 34 successful oil wells had been completed on our Swan Hills acreage. 


Owing to the importance of your company’s Swan Hills acreage, McDaniel Consultants 
Ltd. completed a special study of our crude oil reserves for this report. The following tabula- 
tion of reserves as at April 1, 1959 and comments are from that report: 


Crude Oil Natural Gas Natural Gas 


Proven Barrels Liquids-Barrels Mcf. 
Developed > oe ee 8,666,000 99,000 8,010,000 
Undeveloped 222 es, ee eee 2,515,000 288,000 22,900,000 
Sub: “[otalso2-- 5 et ee ere 11,181,000 387,000 30,910,000 
Probable-Additionale22 23 = oo = en 12,318,000 16,000 1,220,000 
3 Wa) £: | Ipecac fee Nec PTs Sak Gr net nc 23,499,000 403,000 32,130,000 


“The proven developed crude oil reserves assigned to the Company’s interest in the 
Swan Hills field were predicated on the basis of a 320 acre spacing pattern. The Oil 
and Gas Conservation Board of Alberta has issued a temporary 160 acre spacing or- 
der for this field. The operators are, however, carrying out development on a 320 
acre basis. It is believed that development on a 320 acre pattern will provide suf- 
ficient wells to efficiently drain this reservoir. It is evident, however, that if a closer 
spacing pattern than that presently being employed is permanently established further 
development will be required. In all other cases the proven developed crude oil re- 
serves were estimated on the basis of the established spacing pattern. 


“In obtaining estimates of the Company’s share of proven remaining crude oil, 
natural gas liquids and natural gas reserves the general methods as adopted by the 
Canadian Petroleum Association reserve committee were used. The probable addi- 
tional oil reserve estimates were based on a reasonable postulation of the known re- 
servoir data over the indicated productive but presently unproven field areas as well 
as the beneficial effects which might be anticipated with the institution of pressure 
maintenance. In the case of the natural gas and natural gas liquids reserves probable 
additional volumes were assigned to those areas which are indicated to be productive 
but which are presently not of a proven nature.” 


United’s oil production declined from 385,422 barrels in 1957 to 272,918 barrels in 1958, 
due mainly to existing market conditions for Alberta crude. Income from oil and gas produc- 
tion amounted to $690,127 in 1958 compared with $1,017,327 in 1957. The Company, after 
providing $541,422 for depletion and depreciation, incurred a loss for the year of $651,522. 


An offer, made early in 1958 to the Company’s shareholders to subscribe for treasury shares 
at $2.00 each, on the basis of one new share for each three shares held, resulted in the issue of 
1,985,848 shares of capital stock. The proceeds from this offering after deducting related ex- 
penses amounted to $3,900,189 of which $2,000,000 was applied on the bank loan. The re- 
mainder has provided funds for use in the Company’s exploration and development programme. 


Madison Oil, Inc., a wholly owned subsidiary of United Oils, has acquired 15,625 acres 
of optioned land in the East Bethel Basin area of Alaska and, in addition, a further 43,520 acres 
of Federal lease lying to the north east of the Bethel Basin acreage. 


The Company’s other land holdings held under reservation, leases and gas license as at De- 
cember 31, 1958, were as follows: 


Gross Company Gross Company 

Acres Interest Acres Interest 
Gillespie Lake 0000... ae een 19,885 50.0% Ponokate 2-11. ween, renee 12 ee e 1,940 16.67% 
Grizz VeNAOUnt aliments ee ee ee 162,880 4.1625% Sunid perry ee ewer se te eee ee 318 46.1539% 
BMorsea RIVGl 2 eee ee 92,160 5.0% *Swan Hills-s2 se ee ee 6.25% 
Morinvillegpesetse. tt ae re 480 333% Swancttills; 7 eee ee ee oe 6.25% 
INGVits eee ee ee aes 7,301 25.0% Swan Hills... 10.625% 
Nevisere—. 4,964 12.5% Swan Hills _.. 10.7% 
Nevis _..... 1,118 3.125% Swan Hills _....... 4.28% 
Pembina 320 100.00% *Virginia Hills . 4.1667% 
Pembina 2,085 33.75% Virginia Hills _...... 4.1667%, 
Pembina 160 46.1539% flurner= Valleys. es eee em eee 80 100.00% 
Pembina 1,924 30.0% 


*Acreage designated by asterisk is Crown Reservation. 


Other acreage is lease. 


United Oils, Limited has reserves of 30 billion cubic feet of gas in the Nevis field. A gas 
processing plant is now being constructed and it is expected that deliveries to Trans-Canada Pipe 
Lines will begin in the fall of 1959. 


United’s share of the Nevis unitized field is 5.87% and it will share the market to Trans- 
Canada pro rata with the other producers. In 1960, it will deliver approximately 664 million 
cubic feet of gas. Deliveries of gas will rise each year until 1963 when the maximum of 1,082 
million cubic feet will be sold. This gas has been contracted to Trans-Canada Pipe Lines, Ltd. 
at 10¢ per M.c.f. with escalation of %¢ per 1,000 M.c.f. per year until 1982. 


United will also participate pro rata in the ownership of the Nevis gas processing plant 
now being built by the co-operating producers in the field. 


The Company presently owns 828,906 Class B voting shares of Home Oil Company 
Limited representing 35.4% of the outstanding Class B shares of that Company. Because of 
the importance of this interest to your company, we have included a copy of the Home Oil 
Company Annual Report for 1958 with this report. 


Respectfully submitted on behalf of the Board, 


R. A. BROWN, Jr., 


Calgary, Alberta, President. 


April 4, 1959. 


Consolidated Balance She 


(Incorporated under the 
AND SUBSID: 


(with comparative f 


See 


OTHER ASSETS 


ASSETS 


CURRENT ASSETS 


Cash 


at cost 


$28, 906UClass BU shares ae eee eee 


PROPERTY, PLANT AND EQUIPMENT, at cost 


Petroleum and natural gas leases and 
rights together with development 
and equipment thereon 

Producing 
Less accumulated depletion and depreciation 


Non-producing 


INVESTMENT IN HOME OIL COMPANY LIMITED, 


1958 


Soto 
16,236 


207,027 


6,530,070 


6,029,130 
(232235131) 
1,436,943 


5,242,942 


14,698 


$12,355,537 


The accompanying notes to financial stat H 


6,530,070 


4,613,722 


$11,157,408 


5,907,096 
(1,693,501) 
400,127 


6,805 


S, LIMITED 


mpanies Act of Canada) 
tY COMPANY 


-as at December 31, 1958 


es for the prior year) 


CURRENT LIABILITIES 


| Oe Ya So (al Oth fod Bead (aa SS 


Due to bank — demand loan (secured) ___....-. : 


Accounts payable 


Due to affiliated company 


CAPITAL STOCK AND DEFICIT 


Capital stock (Note 1) 
Authorized 


10,000,000 shares of no par value 


Issued and fully paid 


8,485,104 shares (1957 — 6,499,256 shares) _______. 


Deliciti——sperestatements attached 2. a 


Approved on behalf of the Board: 


fs are an integral part of this balance sheet. 


R. A. BROWN, Jr. 
Director 


M. C. GOVIER 
Director 


1958 


> 9,295,375 
5,566 
74,379 


959 18,520 


7,724,255 
4,747,038 


DRS NOE Oo Wb 


a RE bee ree 


1937 
$11,324,466 
9279) 
27,696 


11,361,441 


S01 52,559 
31956,592 


(204,033) 


$11,157,408 


UNITED OILS, LIMITED 


AND SUBSIDIARY COMPANY 


Consolidated Statement of Income 
For the year ended December 31, 1958 


(with comparative figures for the prior year) 


1958 1957 
INCOME 
Sale of oilvand ‘gas producton;-5 = = eee eee $ 690,127 $1,0175327, 
Other sin Come 2.2 5a Ree ee eee ee 6,405 3,209 
696,532 1,020,536 
EXPENSE 
Well operating vexpense > Oe eee 106,877 157,267 
Géneral “and “administrative, CxDenSe: see 63,708 64,020 
Non-ptoducing * property expense: 292 a= ee ee 17,202 Beis Th 
SUPrenCered ) LOASCS eo sree te ees er a re ee 59,629 226,599 
Explorationcand ‘dry snolescosts 2 eee et oe ee 35,784 75,069 
Depletion col, producing. ProperticSs =e ee 439,493 895,497 
Depreciation of equipment = ee ee 101,929 98,850 
Interest“ 6x penség cio. t ae oe TE eee ee eee 523,432 679,878 
1,348,054 2,200,947 
LOSS forthe: year. gs oe ee eee $°56515522 $1,180,411 
Consolidated Statement of Deficit 
For the year ended December 31, 1958 
BALANCE as at January 1(9195$ 2 2 eee $3,956,592 
Add 
Exploration costs of prior years 
written-off. <(NOtC 22). eee oe we $ 67,417 
Expenses relating to capital stock 
issue™(CNote-<1) Gn ewrs Ce e 8 eB oae ee  e TERS OG 
Hoss-fot the sy Cat 2s. 26s eee es eee es ee ee ee O315522 790,446 
BALANCE as<at. December 3.10 1955 25 ree ee eee ee $4,747,038 


The accompanying notes to financial statements are an integral part of this statement 


Note 1 


Note 2 


UNITED OILS, LIMITED 


AND SUBSIDIARY COMPANY 


Notes to Financial Statements 
As at December 31, 1958 


Capital Stock 


During the year the company offered to the holders of its outstanding capital stock, 
the right to subscribe for additional shares at $2.00 per share at the rate of one addi- 
tional share for each three shares held. As a result of this offer 1,985,848 shares were 
issued for a cash consideration of $3,971,696. The expenses in this connection amount- 
ing to $71,507 have been charged to deficit account. 


Deficit 


As at January 1, 1958 the company and its subsidiary adopted the accounting 
policy of charging all exploration costs to income as incurred. Prior to that date such 
costs, applicable to owned properties, were deferred pending evaluation of the proper- 
ties. If the properties proved to be productive the costs were capitalized and if unpro- 
ductive charged to income. The charging of all exploration costs to income has been 
applied retroactively and results in an increase in deficit account at January 1, 1958 of 
$67,417. This amount represents the costs incurred on properties which had not been 
evaluated at that date. There was no material effect on the loss for the year due to 
this change in accounting policy. 


Note 3. Executive Remuneration and Legal Fees 


In arriving at the loss for the year the following charges were included: 


He XeCUIVeT TEMUNETALION: Soe $7,200 
DECOR Sa (ORS a o5 alte ee ee ee 1,200 
Beepal feCs 2. ee ee ye 


UNITED OILS, LIMITED 


Auditors’ Report 
To The Shareholders 


We have examined the books and accounts of United Oils, Limited and 
subsidiary company for the year ended December 31, 1958. Our examination 
was made in accordance with generally accepted auditing standards and accord- 
ingly included such tests of the accounting records and such other auditing pro- 
cedures as we considered necessary in the circumstances. 


As more fully described in Note 2 to financial statements, the company and 
its subsidiary, with our approval, have changed their accounting policy regarding 
exploration costs. In our opinion the companies otherwise have maintained their 
accounts on a basis consistent with that of the preceding year. 


We have obtained all the information and explanations we have required 
and, in our opinion, the accompanying consolidated balance sheet and the related 
consolidated statements of income and deficit are properly drawn up so as to 
exhibit a true and correct view of the state of the companies’ affairs as at De- 
cember 31, 1958 and the results of their operations for the year then ended, ac- 
cording to the best of our information and the explanations given to us and as 
shown by the books of the companies. 


RIDDELL, STEAD, GRAHAM & HUTCHISON, 


Chartered Accountants. 
Calgary, Alberta, 
March 24, 1959. 


ae 
= 
ef = 


VauVv d3Zili 


%898'S SQIOH G3l 


NIA 110-6 ONITNIYG 40 NOILVIOI-Oo 
%S7901 — RSS e201 — BES 


Q3LIWIT “STIO G3LINN AS O13H S1S3Y3LNI 


Fos 
629 -YWY 


13M Q3N00 
~ez'> — (I 


tv Soi Ni 


WIT STIO Q3LINA 


ON393 7 — 


LE SNET ANS 
oars 
OMEN CEG 


\N\\V\V\VV\V\\\\ 
CSSSC SSSR 


\\\\\\N\N\N\\E 
Si See eceawas 


NOC ANSANA 
NNSNONAC CCK 
NEN GN INNCNC 


\ SSA 
SSRN RENAN 


poe 


— Q13!4 SV9 SIAJN —— 


STIIH NVMS 


